
SERBIA
Table 1 2022
Population, million 6.8

GDP, current US$ billion 63.6

GDP per capita, current US$ 9401.5

International poverty rate ($2.15)a 1.6

Lower middle-income poverty rate ($3.65)a 2.9

Upper middle-income poverty rate ($6.85)a 10.1

Gini indexa 35.0

School enrollment, primary (% gross)b 96.8

Life expectancy at birth, yearsb 74.2

Total GHG emissions (mtCO2e) 64.8

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2020), 2017 PPPs.
b/ Most recent WDI value (2020).

Growth decelerated in the second half of

the year to an average of 2.3 percent in

2022, largely driven by private consump-

tion. However, real disposable incomes

are shrinking with still rising inflation,

led by surging food and energy prices.

Consequently, the 2022 current account

deficit almost doubled but was still fully

financed by net FDI. Strong revenue per-

formance and controlled spending have

reduced the fiscal deficit to 3.1 percent of

GDP. However, multiple risks weigh on

the still positive outlook.

Key conditions and
challenges

Before the pandemic, Serbia enjoyed sev-
eral years of solid growth, rising employ-
ment, and low inflation. Its strong track
record of fiscal consolidation over 2014-19
had helped build the fiscal buffers which
allowed the country to weather the pan-
demic and energy crises. Serbia’s economy
contracted by 0.9 percent in 2020, lower
than in most countries, and rebounded
strongly in 2021 averaging 7.5 percent
growth. Despite the unfavorable external
environment and the energy crisis, 2022
GDP growth was still solid at 2.3 percent.
The government’s large fiscal support was
critical to preserving economic activity in
the crisis, while it's timely phasing out al-
lowed for a reduction of the fiscal deficit
from 8 percent of GDP in 2020 to 3.1 per-
cent of GDP in 2022. The government is
committed to reducing the fiscal deficit
and public debt over the medium term. To
ensure that these fiscal targets are met, in
December 2022, the government changed
the deficit ceiling fiscal rule and intro-
duced two new rules for the wage bill and
spending on pensions. Commitment to the
fiscal rules, together with improving cor-
porate governance of SOEs through a com-
prehensive reform program will be critical
to enhance Serbia’s fiscal sustainability
over the medium term.
While the impact of the energy crisis in
2022 proved to be milder than initially ex-
pected, it has highlighted the importance

of the need for Serbia to shift towards
greener and more resilient drivers of eco-
nomic growth. Despite improvements
since 2000, Serbia’s economy is still almost
twice as energy intensive as the EU and re-
lies heavily on fossil fuels for its electricity
generation and industrial output. To accel-
erate the transition toward a more sustain-
able and greener economy, Serbia’s strong
commitments to the green growth agenda
would require equally strong action.

Recent developments

After a resilient performance in H1 of 4.0
percent, growth slowed to an estimated 0.7
percent in H2, as the contribution of pri-
vate consumption to growth gradually
faded with inflation biting into real dispos-
able incomes. On the production side, the
service sectors led growth, while the agri-
culture and construction sectors contracted
strongly. Improvements in the labor mar-
ket have led to record high employment
and activity rates of 51.1 and 56.1 per-
cent, respectively, while the unemploy-
ment rate declined to 8.9 percent. Real
wage growth was only marginal, as infla-
tion averaged 11.9 percent for the year,
driven by food and energy prices. In re-
sponse, the Central Bank has increased
the policy rate several times reaching 5.5
percent in February 2023.
Despite high inflation and a poor agricul-
tural season, poverty (defined as income
under $6.85/day in 2017 PPP) is estimated
to have declined slightly from 9.1 percent
in 2021 to 8.5 percent in 2022, supported by
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FIGURE 2 Serbia / Actual and projected poverty rates and
real GDP per capita
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solid economic growth and an improving
labor market conditions.
The current account deficit (CAD)
widened to 6.9 percent of GDP, due to
higher energy imports in the first half of
the year, when prices of energy, metals,
and other raw materials surged. The
widening CAD was still fully financed by
net foreign direct investments, which in-
creased by 17.7 percent. NBS official for-
eign currency reserves increased to a his-
toric high of EUR19.4 billion in December
2022, covering close to 5.5 months of im-
ports. Strong revenue performance and
controlled spending led to a better-than-
planned fiscal deficit of 3.1 percent of GDP.
Total revenues increased by 13.4 percent
in nominal terms; more than half of this
growth was explained by stronger VAT
and social security contribution collec-
tions. Total government expenditure
growth was more moderate, mainly driven
by capital budget transfer loans to the state
gas and electricity utilities (up by 300 per-
cent), capital spending (up by 9 percent),
and social transfers (up by 9.3 percent).
Public debt declined to 55.2 percent of
GDP from 56.5 percent of GDP in 2021.

In December 2022, the IMF approved a
Stand-by Arrangement of EUR 2.4 billion,
while in January the country issued a dual-
tranche Eurobond of USD 1.75 billion. The
proceeds will be used to service debt and
build extra buffers.

Outlook

Over the medium term, the economy is ex-
pected to grow steadily at around 3 per-
cent annually. The main driver of GDP
growth over the medium term will be con-
sumption and to a lesser extent invest-
ment, while net exports will have a nega-
tive contribution as imports are projected
to increase faster than exports. Inflation
will remain moderate and is expected to
return to the target band only in 2024.
Poverty in 2023 is projected at 8.0 percent,
lower than its 2022 level.
The fiscal deficit and public debt are ex-
pected to remain on their downward path.
Based on the Fiscal Strategy 2023-25 ap-
proved along with the budget for 2023, the
government plans to reduce the fiscal

deficit gradually over the medium term
and to reach a primary fiscal surplus by
2025. This would lead to a reduction of
public debt to an estimated 51.5 percent of
GDP in 2024.
However, multiple risks, both external and
domestic, weigh on the positive outlook.
First, prolonged inflationary pressures
would further reduce household dispos-
able income and dampen growth through
lower consumption, but also lead to higher
cost of financing. Another major risk is as-
sociated with the EU economic outlook
and the performance of Serbia’s other
main trading partners. Finally, domestic
risks are associated with national and re-
gional political developments and SOE
governance. To defy all these risks and
achieve faster growth, Serbia should im-
plement structural reforms to boost poten-
tial output, through increased human cap-
ital (improving the quality of education
and increasing the level of labor-force par-
ticipation), higher productivity (particular-
ly by attracting higher quality FDI) and an
improved business environment (includ-
ing regulatory predictability and increases
to market competition).

TABLE 2 Serbia / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -0.9 7.5 2.3 2.3 3.0 3.8

Private Consumption -1.9 7.6 3.7 2.3 2.4 3.4
Government Consumption 2.9 2.6 0.2 2.4 1.4 3.0
Gross Fixed Capital Investment -1.9 12.9 -0.6 2.4 3.3 6.8
Exports, Goods and Services -4.2 19.4 17.6 3.1 4.2 6.0
Imports, Goods and Services -3.6 19.3 17.8 2.9 3.0 5.8

Real GDP growth, at constant factor prices -0.8 7.4 2.3 2.3 3.0 3.8
Agriculture 2.2 -5.4 -6.8 4.5 3.4 3.4
Industry -0.6 7.8 -0.9 3.0 4.5 4.5
Services -1.2 8.9 4.9 1.7 2.2 3.4

Inflation (Consumer Price Index) 1.6 4.0 11.9 12.2 5.3 3.5

Current Account Balance (% of GDP) -4.1 -4.4 -6.9 -6.4 -5.4 -5.2
Net Foreign Direct Investment Inflow (% of GDP) 6.3 6.8 7.1 5.6 5.5 5.7

Fiscal Balance (% of GDP) -8.0 -4.1 -3.1 -3.1 -2.2 -1.4
Revenues (% of GDP) 41.0 43.2 43.4 41.8 41.3 41.6
Debt (% of GDP) 57.8 57.1 55.7 55.5 53.1 51.5
Primary Balance (% of GDP) -6.0 -2.4 -1.6 -1.3 -0.4 0.4

International poverty rate ($2.15 in 2017 PPP)a,b 1.6 1.5 1.4 1.4 1.3 1.2

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 2.9 2.6 2.5 2.4 2.4 2.4

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 10.1 9.1 8.5 8.0 7.5 6.9

GHG emissions growth (mtCO2e) 2.5 5.0 -2.6 3.3 3.6 4.0
Energy related GHG emissions (% of total) 74.7 75.7 75.3 75.8 76.4 77.2

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on ECAPOV harmonization, using 2021-EU-SILC. Actual data: 2020. Nowcast: 2021-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2020) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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